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STATE OF HAWAII

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
PROSPECTIVE REIMBURSEMENT SYSTEM FOR INPATIENT SERVICES

L GENERAL PROVISIONS

A. PURPOSE

This plan establishes a reimbursement system for acute care facilities which complies
with the Code of Federal Regulations. It describes principles to be followed by Title XIX
acute care providers in making financial reports and presents the necessary procedures
for setting rates, making adjustments, and auditing the cost reports.

B. OBJECTIVE

The objective of this plan is to establish a prospective payment system that complies with
the Balanced Budget Act of 1997, which requires that reimbursements be in conformity
with applicable State and Federal laws, regulations; quality and safety standards; and
provide for cost reimbursement for inpatient acute care services in Critical Access
Hospitals (CAH).

C. REIMBURSEMENT PRINCIPLES

1. The Hawaii Medicaid Program shall reimburse Providers for inpatient
institutional services based primarily on the prospective payment rates developed
for each facility as determined in accordance with this Plan, except for CAH. In
addition, certain costs (such as Capital Related Costs) shall be reimbursed
separately. The estimated average proposed payment rate under this plan is
reasonably expected to pay no more in the aggregate for inpatient hospital
services than the amount that the Department reasonably estimates would be paid
for those services under Medicare principles of reimbursement.
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Claims for payment shall be submitted following discharge of a patient, except as
follows:

a. Claims for nonpsychiatric inpatient stays which exceed the Outlier
Threshold (Section 1.D.34.), shall be submitted in accordance with
Section IV.D. A

b. If a patient is hospitalized in the freestanding rehabilitation hospital for
more than 30 days, the facility may submit an interim claim for payment
every 30 days until discharge. The final claim for payment shall cover
services rendered on all those days not previously included in an interim
claim.

The prospective payment rates shall be paid in full for each Medicaid discharge.
Hospitals may not separately bill the patient or the Medicaid program for medical
services rendered during an inpatient stay, except for outlier payments and as
provided in Section LE. below.

At the point that a patient reaches the Outlier Threshold (Section 1.D.34.), the
facility is eligible for interim payments computed pursuant to Section IV.D.

Reimbursement for inpatient services provided by CAH facilities will be on a
reasonable cost basis under Medicare principles of reimbursement (subject to the
lower of cost or charges rule) without application of any Medicaid TEFRA target
amounts. Outpatient, waitlisted and acute swing to continue to be reimbursed
under the current method.
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(rev. 11/6/00) ATTACHMENT 4.19-A

(Basic Per Discharge Rate)

(ROE/GET Adjustment [if applicable])

{Medical Education Adjustment Factor [if applicable])
(cumulative Inflation Factor)

38. "Waitlisted patient" means a patient who no longer requires acute care and is
awaiting placement to a long-term care facility.

39. “Critical Access Hospital” means a hospital designated and certified as such
under the Medicare Rural Hospital Flexibility Program.

E. SERVICES INCLUDED IN THE PROSPECTIVE PAYMENT RATE

The prospective payment rate shall include all services provided in an acute inpatient
setting except:

1. Professional component, including physician services or any other professional
fees excluded under Part A Medicare;

2. Ambulance; and

3. Durable medical equipment (except for implanted devices) that the patient takes
home after he or she is discharged.

II. PREPARATION OF DATA FOR PROSPECTIVE PAYMENT RATE CALCULATION

A. SOURCE

1. The calculation of prospective payment rates shall be based on facility-specific
claims and cost data, as follows:

a. Cost data shall be abstracted at the time the rate calculation begins from
finally-settled uniform cost reports submitted to the Department by each
Provider in accordance with federal Medicaid requirements.

b. The cost report used for each facility shall be the facility's report which
ended during the state fiscal year selected as the Base Year.

c. Supplemental costs reporting forms submitted by providers shall be used
as necessary. Claims data shall be derived from claims
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